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Westfair Foods Ltd. is a diversified company 
engaged primarily in the wholesale and retail 
distribution of food products operating in 
Western Canada and in Colorado, U.S.A. 
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Report to 
Shareholders 


The 1977 Annual Report shows 
increases in both sales and profits 
over previous years. Sales in- 
creased to a record figure of 

$504 ,945,000. Net earnings for the 
year were $6,191,000, an increase 
of $1,754,000 over 1976 results. 


All divisions of the Company 
contributed to the satisfactory 
results obtained during the year. 
The Company continues to invest 
earnings to maintain consistent 
growth. In 1977 the Company in- 
vested $7,382,000 on fixed assets 
which was the primary reason for 
the slight decrease in working 
capital during the year. The ratio 
of current assets to Current 
liabilities remains high and reflects 
the healthy financial condition of 
the Company. 


Several factors have caused the 
retail price of food to increase by 
approximately 9% over the 
previous year. Unusual weather 
conditions in the southern United 
States created abnormal demands; 
this situation together with the drop 
in the value of the Canadian dollar 
forced produce prices to unprece- 
dented high levels. The drop in 
exchange rates also affected a 
number of other commodities 
which contributed in a substantial 
way to the upward price trends 

in the food industry. 


1977 was a particularly good 

year for the Company as far as 
retail operations were concerned. 
In April we acquired four modern 
supermarkets in Thunder Bay 
operating under the Loblaw name. 
They complement our existing 
Loblaw Stores in Manitoba and 
northwestern Ontario. A new 
supermarket was opened in Regina 
under the O.K. Economy name 
and other renovations and expan- 
sions in Saskatchewan and 
Manitoba contributed substantially 
to Our SUCCESS. 


We expect that 1978 will be 
another year of growth and change 
in Our corporate retail operations. 
There will be further renovations, 
expansions and new stores during 
1978 with a major thrust coming 

in the cities of Saskatoon, Regina, 
Winnipeg and Thunder Bay. 


In addition to expanding our retail 
base, we are putting special 
emphasis on increasing the effici- 
ency and effectiveness of retail 
store operations to provide the best 
possible service and variety of 
products to our customers. 


Our wholesale operations were also 
buoyant in 1977 due mainly to our 
improvement in Corporate Retail as 
well as the continued loyalty of 

Our many independent customers. 
A new 150,000 square foot ware- 
house was built in Calgary and 
now houses both Western Grocers 
and Dominion Fruit in that city. 


Last year the company expanded 
its food services operations 
through the Dominion Fruit Branch 
in Winnipeg. Further growth in 

this area will take place in 1978 

in Saskatchewan and Alberta. 


During 1978 we are expanding 
our frozen food operations in 
Regina, Saskatoon and Thunder 
Bay. 


U.S. Operations— Western 
Grocers Inc. 

Much progress has been made in 
this division. During the year we 


disposed of 31 of the 33 stores we 
purchased on December 31, 1976 
—mainly to independent operators, 
and the division now concentrates 
on being almost totally wholesale 
oriented. We supply a large chain 
operator in Colorado who is 
expanding, and our other inde- 
pendent customers are increasing 
their sales. As a result of giving real 
service, Our operation has 

enjoyed the benefit of increased 
volume generated by those we 
serve. We look forward to 
continued progress in Colorado by 
constantly improving an already 
high standard of service. 


While the company’s Corporate 
Retail Divisions contribute sub- 
stantially to Our success, we 
continue to view our independent 
customers as the ultimate strength 
of our organization. In most market 
areas the independent retailer 
maintains a strong position. Our 
plan is to work together with our 
independent operators to make 
them even more successful in 
1978. We are committed to the 
retail independent and are pre- 
pared to employ substantial 
resources towards their continued 
SUCCESS. 


Our many wholesale and retail 
customers are the mainstay of our 
business but without the support 
of our employees we would not 
be able to achieve any major 
degree of success. We wish to 
express our appreciation for the 
dedication and resourcefulness 
shown by our employees. 


President & Chief Operating Officer 
On Behalf of the Board of Directors 
Winnipeg, Manitoba 

March 17, 1978 


Five Year 
Review 


(in thousands of dollars) 1977 1976 1975 1974 1973 
Sales $504,945 $390,832 $390,217 $306,926 $278,810 
Net earnings 6,191 4,437 6,329 7,868* 3,911 
Depreciation 2,784 erfstel 2,139 1,961 1,482 
Working capital 24,633 26,476 28,289 18,443 18,700 
Shareholders’ equity 55,652 aiaeley 48,335 43,421 36,968 
Total Assets $ 88,668 $78,065 $ 68,724 $61,072 §$ 59,377 


“after extraordinary income item of $3,750 


Consolidated 
Statements of 
Earnings and 


Retained Earnings 


Westfair Foods Ltd. 

52 weeks ended December 31, 1977 
and January 1, 1977 

(in thousands of dollars) 


Consolidated Statement of Earnings 1977 1976 
Sales and other income 
Sales $504,945 $390,832 
Investment income (note 3) 1,794 of) 
Gain on sale of fixed assets 397 472 
507,136 392,675 
Operating costs and expenses 
Cost of sales, selling and administrative expenses 
before the following items 489,947 379,566 
Depreciation 2,784 1,788 
Net rentals on long-term leases 2,595 2,694 
Amortization of intangibles and deferred charges 335 334 
495,661 384,382 
Operating income 11,475 8,293 
Interest on long-term debt 335 88 
Other interest expense 158 31 
493 119 
Earnings before income taxes 10,982 8,174 
Income taxes 4,791 CHEE 
Net earnings for the period $ 6,191 Ga 4,437. 
Per common share $68.91 $48.67 
Consolidated Statement of Retained Earnings 
Retained earnings at beginning of period $ 49,140 $ 46,118 
Net earnings for the period 6,191 4,437 
55,331 50,555 
Dividends 
Preferred shares 84 84 
Class A shares 135 135 
Common shares 1,677 1,196 
1,896 45 
Retained earnings at end of period $ 53,435 $ 49,140 


Consolidated 
Balance 
Sheet 


Westfair Foods Ltd. 

(incorporated under the laws of Canada) 

as at December 31, 1977 and January 1, 1977 
(in thousands of dollars) 


Assets 1977 1976 
Current assets 

Cash and deposit receipts $10,004 $ 8,229 
Accounts receivable (note 2) 8,456 5,919 
Inventories 31,800 S13166 
Prepaid expenses 838 531 
51,098 45,845 

Investments and other assets 
Land held for sale or development 1,306 1,180 
Secured loans and advances 3,744 1,538 
Sundry investments, at cost (note 3) 3,901 3,897 
8,951 Weeeu 


Fixed assets 
Buildings, equipment and leasehold 


improvements, at cost 41,057 Steve 
Less accumulated depreciation 17,142 15,542 
23,915 20,329 
Land, at cost 3,770 3,402 
27,685 Zoho 

Intangibles and deferred charges, less amortization 
Goodwill 720 840 
Deferred account recoverable 214 429 
934 1,269 
$88,668 $78,065 


On behalf of the board: 
R.J. Addington Director 
M.D. Booty Director 


Liabilities 1977 1976 
Current liabilities 
Accounts payable and accrued liabilities $20,990 $15,308 
Accounts payable, affiliated companies 1,908 12358 
Income and other taxes payable 2,928 Mike) 
Dividends payable (note 4) 532 O71 
Long-term debt payable within one year 107 556 
26,465 19,369 
Long-term debt (note 5) 3,325 4,212 
Deferred foreign exchange adjustment 580 279 
Deferred income taxes 2,216 2,379 
Deferred real estate income 430 469 
33,016 26,708 
Shareholders’ Equity 
Capital stock (note 6) 
Authorized 
175,000 Preferred shares, par value $20 each 
150,000 Class A shares without par value 
150,000 Common shares without par value 
Issued 
59,715 Preferred shares ($1.40 series) 1,194 1,194 
67,772 Class A shares 1,023 1,023 
86,658 Common shares 
Retained earnings 53,435 49,140 
55,652 siete 
$88,668 $78,065 


Consolidated 
Statement of 
Changes in 
Financial 


Position 

Westfair Foods Ltd. 

52 weeks ended December 31, 1977 
and January 1, 1977 

(in thousands of dollars) 


1977 1976 
Source of working capital 
Operations 
Earnings $ 6,191 $ 4,437 
Depreciation 2,784 1,788 
Gain on disposal of fixed assets (397) (472) 
Income taxes not requiring cash (163) (238) 
Amortization of deferred real estate income (39) G52) 
Amortization of intangibles and deferred charges 335 334 
Other (75) 
Cash flow from operations 8,711 5,622 
Financing 
Issue of long-term debt 2,671 3,594 
Other items 
Proceeds from disposal of land held for sale 576 383 
Proceeds from disposal of fixed assets 1,047 1,082 
Decrease in secured loans and advances 859 
Increase in deferred foreign exchange adjusiment 301 279 
Total sources of working capital 13,306 11,819 
Use of working capital 
Reinvestment 
Carrying costs of land held for sale or development 103 
Purchase of fixed assets 7,382 1,928 
Acquisition of Denver wholesale and retail food operations 9,689 
Increase in secured loans and advances 2,206 
Increase in sundry investments 4 3 
Financing 
Reduction in long term debt 3,558 597 
Dividends 1,896 1,415 
Total uses of working capital 15,149 13,632 
Decrease in working capital 1,843 1,643 
Working capital at beginning of period 26,476 28,289 
Working capital at end of period $24,633 $26,476 


Notes to 
Consolidated 
Financial 


Statements 


Westfair Foods Ltd. 
52 weeks ended December 31, 1977 


1. ACCOUNTING POLICIES 
(a) Basis of consolidation 
(i) The consolidated financial statements include 
the accounts of the Company and all 
subsidiaries. 
(ii) All material inter-company transactions have 
been eliminated. 


(b) Inventories 

Retail store inventories are stated at the lower of cost 
and net realizable value less normal profit margin. All 
other inventories are stated at the lower of cost and 
net realizable value. 


(c) Land held for sale or development 

Land held for sale or development is stated at the lower 
of cost, including direct carrying charges and net 
realizable value. 


(d) Goodwill 

Goodwill arises from the excess of cost of assets over 
fair value of net assets acquired. The Company’s policy 
is to amortize the goodwill over a period of ten years. 


(e) Fixed assets 
All fixed assets are stated at cost. Depreciation is 
recorded on a straight-line basis to amortize the cost of 
fixed assets over their estimated useful lives. The 
depreciation rates are substantially as follows: 
Buildings 2 2% to 5% 
Automotive equipment 12 2% to 22 2% 
Equipment and fixtures 10% to 20% 
Leasehold improvements Lesser of useful life 
or term of lease 


When fixed assets are sold or scrapped, the cost of the 
asset and the related accumulated depreciation are 
removed from the accounts and the resulting gain or 
loss on disposal is included in earnings. 


(f) Deferred real estate income 

The profits realized on the sale and lease-back of 
property have been deferred and are being amortized at 
various rates according to the remaining term of the 
respective leases. 


(g) Deferred foreign exchange adjustment 

All U.S. balances have been translated at a rate approx- 
imating the current rate. The net difference on the 
translation of the Company’s equity in its U.S. 
subsidiary has been deferred until realized and is shown 
on the balance sheet as ‘‘Deferred foreign exhange 
adjustment.” 


2. ACCOUNTS RECEIVABLE 


1977 1976 
(in thousands of dollars) 
Trade $7,182 $4,881 
Affiliated companies ike) 305 
Loans, advances, mortgages 

and non-current receivables 

due within one year 1,259 133 

$8,456 $5,919 


3. SUNDRY INVESTMENTS AND INVESTMENT INCOME 
Sundry investments include $3,750,000 in preferred 
shares of an affiliated company. Investment income 
includes dividends and interest of $1,272,000 from 
affiliated companies. 


4. DIVIDENDS PAYABLE 
Dividends payable of $532,000 includes $467,000 
payable to affiliated companies. 


5. LONG-TERM DEBT 
1977 1976 


(in thousands of dollars) 
Westfair Properties Ltd. 
First mortgage bonds 
Series A, 5%% sinking 
fund debenture due De- 
cember 15, 1986, par value 
of $837,000 less bonds 
on hand of $57,000 
Western Grocers Inc. 
(repayable in U.S. dollars) 
8%% Mortgage due July 1, 
1997 Z.Olo 
9%% Mortgage due Sep- 
tember 1, 1997 WAS 
11% Mortgage due 
December 30, 1982 102 
6%% Promissory note, 
affiliated company 3,594 
Westfair Wholesale 
Properties Ltd. 
9% First mortgage 270 


3,432 4,768 


$ 780 $ 904 


Less instalments due 


within one year 107 556 
$3,325 $4,212 
Instalments on long-term debt due in each of the next 

five years are: 1978 $107,000 
1979 166,000 
1980 173,000 
1981 181,000 
1982 190,000 


6. CAPITAL STOCK 

The holders of the preferred shares ($1.40 Series) are 
entitled to a dividend when and as declared, of $1.40 
per share per annum on a cumulative non-participating 
basis. These shares are non-redeemable but may be 
purchased by the Company for cancellation. The 
holders of the Class A shares are entitled to dividends, 
when and as declared, of $2.00 per share per annum 
on anon-cumulative, non-participating basis. No 
dividend shall be paid or declared for payment on 
common shares in any fiscal period unless and until 
dividends at the rate of $2.00 per share for such year 
have been paid or declared on the Class A shares. 


7. COMMITMENTS AND CONTINGENT LIABILITIES 

(a) The Company and its subsidiaries have commit- 
ments under long-term leases for retail outlets, 
warehousing facilities, equipment and store 
fixtures. The aggregate minimum rentals, less 
expected subiease income (exclusive of additional 
rents based on sales or realty taxes and other 
Charges) under long-term leases with an initial 
term greater than five years are as follows for 
each of the periods shown. 


Expected 
Gross sublease Net 
liability income _ liability 
(in thousands of dollars) 
For the year 


1978 > 5,256 $ 2;236 5 3,020 
oie 5,089 PONE SHON 
1980 4,907 WO15 Bees OS82 
1981 4,680 O68 33,012 
1982 4,294 eZ 2,173 
For the five years ending 
1987 14,550 6,106 8,444 
1992 10,808 4,009 6,799 
1997 825i ZO COMO eo 
2002 2,981 846 2,135 
Thereafter 578 253 325 


$61,394 $23,054 $38,340 


(b) At December 31, 1977 guarantees amounted to 
$267,000. 


(Cc) The present value of the unfunded liability for past 


service under the Company’s pension plans amounts 


to $200,000. The liability is being funded over 
various periods from one to seven years. 


8. DIRECTORS’ AND OFFICERS’ REMUNERATION 


Remuneration of directors, as directors $ Nil 
Remuneration of officers, as officers $208,600 
Number of directors 4 
Number of officers 6 
Number of officers who are directors 3 


10 


9. ANTI-INFLATION ACT 

The Company and its Canadian subsidiaries are subject 
to the requirements of the Anti-Inflation Act which pro- 
vides for the restraint of profit margins, prices, dividends 
and employee compensation. In the opinion of 
management, the company complied with the regula- 
tions of the Act. 


10. COMPARATIVE FIGURES 

Certain comparative figures for 1976 have been 
reclassified to conform with the presentation adopted 
for the current period. 


Auditors’ 
Report 


To the Shareholders of Westfair 
Foods Ltd. 


We have examined the consolidated 
balance sheet of Westfair Foods Ltd. as 
at December 31, 1977 and the consol- 
idated statements of earnings, retained 
earnings and changes in financial 
position for the 52 weeks then ended. 
Our examination was made in accord- 
ance with generally accepted auditing 
standards, and accordingly included 
such tests and other procedures as we 
considered necessary in the 
circumstances. 


In Our opinion, these consolidated 
financial statements present fairly the 
financial position of the company as at 
December 31, 1977 and the results of 
its operations and the changes in its 
financial position for the period then 
ended in accordance with generally 
accepted accounting principles applied 
on a basis consistent with that of the 
preceding period. 


SGI) (Cees ey 


Chartered Accountants 
Winnipeg, Canada 
January 26, 1978 
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The pages of this report are printed 
on Wellington Offset manufactured 
by The E.B. Eddy Company, a 
member of the Weston group of 
companies. 


